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BENIN: KEY ECONOMIC INDICATORS 
(in millions of U.S. dollars unless otherwise indicated) 


1987 1988 1989* 1990** 
Domestic Economy 


Population (millions) 4.8 
Population growth (%) 3.0 
GDP in current prices 1564 
Per capita GDP in $ 340 
Interest Rate (savings 

deposits 7.0 


Balance of Payments 
Exports 


Imports 

Trade Balance 

Current Account Balance 
(before official grants) 

Official Grants 

Errors and Omissions 

Overall Balance 


External Public Debt 


Debt Outstanding 
--medium and long term 
-—-short term 
Debt Service Ratio 
(% of domestic goods and 
services, excluding re- 


exports) 
U.S.-Benin Trade 


U.S. Exports to Benin 18. i7. 
U.S. Imports from Benin 15. 7. 
Trade Balance 2. 10. 
Average CFA:$ exchange rate 301 319 
End of Period 267 289 


*=revised from past years based on newly available data, 
*k=estimate, 


N/A=not available at the time of writing 


Sources: Beninese authorities, IBRD, IMF, U.S. Department of Commerce, 
Embassy estimates. 





INTRODUCTION 


Benin’s economy has recently begun to experience a higher growth rate and may 
actually reach 3 percent per annum for 1991. This increased growth reflects 
the beginning of the correction of deficiencies in the macroeconomic policies 
followed in the past by the Government of Benin, particularly in the areas of 
public employment and state enterprises. 


With the assistance of the World Bank, International Monetary Fund and several 
key bilateral donors, the government has begun to work to revitalize its 


economy . 
1989 and entered a second phase in 1991. 


streamlining pub 
employment with a voluntary departure program . Seen collection of fiscal 
receipts, and reforming or sudvahdaslen-cl aed of state enterprises 


BACKGROUND 


The Republic of Benin is classified by the United Nations as one of the world’s 
least developed countries. Located on the west coast of Africa, in i 
bordered by Nigeria to the east, Togo to the west, and Burkina Faso and Niger 
to the north. Benin’s 4.7 million inhabitants are engaged i 
subsistence agriculture and regional trade. 


Benin was a self-declared Marxist-Leninist state from 1974 until December 
1989. During this period, the state became the predominant economic agent, 
managing and controlling operations in most sectors of the economy. Benin’s 
new civilian government is reversing these policies. However, it faces 
several economic problems: public sector salary arrears, a lack of private 
investment, and a commercial banking sector that has only begun to repair the 
damage done during the days of nationalized banks. 


GOVERNMENT 


Benin gained independence from France in 1960 as the Republic of Dahomey. 
President Mathieu Kerekou came to power in 1972 in a bloodless military coup. 
He declared Benin a Marxist-Leninist state two years later. ‘The economy went 
downhill culminating in the complete collapse of the banking sector in late 
1988. In December 1989, strikes over salary arrears and a public pent-up 
desire for political change forced a complete turnabout in government. 


In March 1990, in the wake of Benin’s National Conference, Kerekou agreed to a 
power-sharing arrangement with Prime Minister Nicephore Soglo. A new 
constitution was adopted by national referendum. Multiparty legislative and 
presidential elections were held in early 1991, and Nicephore Soglo was 
elected president. 


EOONOMIC POLICY 


Faced with heavy losses incurred by the nationalized industries, the Beninese 
Govermment is now actively seeking to privatize many sectors of the economy. 
Ee ee ae ee ee ee ee 

sector. The following year, the government began to liquidate 
ueuminaan state enterprises and allowed private financial institutions to 
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open. Other significant foreign private investment includes the arrival of 
three regional banks, the opening of a small steel operation by a U.S. 
investor, and the privatization of the former state-rum stationery supply 
outfit, cement plant, automobile part dealership, and cigarette factory by 
foreign investors. A state-run brewery and cashew nut factory are slated for 
privatization in the near future. The Government of Benin has adopted a new 
investment code in the hopes of attracting additional small and medium-scale 
private investment. 


Benin’s Second Structural Adjustment Program, begun in 1991, emphasizes 
restraining and restructuring current expenditures in order to provide adequate 
resources for priority social and econamic expenditures. It also seeks 
counterpart funding for the public investment program. It aims to restructure 
and reduce the size of the civil service, to reinforce budgetary and accounting 
procedures, to eliminating domestic and external payments arrears, and to 
rehabilitate critical administrative and social infrastructure. In the area 
of trade policy, the Government of Benin has introduced a first phase of the 
tariff reform, with a further rationalization of the rate structure and 
harmonization of the system of industrial protection. Remaining import 
licensing requirements are due to be removed by soon. With the recent 
reduction from 22 to 4 of the mmber of commodities subject to prior approval 
for price increases or to controlled profit margins, the Govermment of Benin 
has made significant progress in dismantling the previously elaborate system 
of price controls. These trade reform and deregulation measures, in addition 
to the implementation of the new investment code and revised labor and 
commercial regulations adopted last year, will constitute a significant 
improvement in the incentive framework for private investments. 


STRUCTURE OF THE ECONOMY 


Benin’s economy is dominated by farming and the importation of goods for 
reexport to neighboring countries, especially Nigeria. The importance of this 
transit trade is reflected in the fact that import duties are the greatest 
single source of govermment revenue. 


Agriculture: Agriculture remains the most important sector of the economy. 
Agricultural activities (excluding the raising of livestock, forestry, and 
fishing) furnished 35.4 percent of GDP in 1990. Small, independent farmers 
produce about 90 percent of agricultural output. Production is dominated by 
subsistence food crops, mainly maize, sorghum, millet, paddy rice, cassava, 
yams, and beans. 


Cash crops such as cotton, palm oil, and peamuts are also important. Cotton 
is the only crop to have experienced rapid expansion in recent years, with 
production multiplying almost tenfold since 1981. Despite improved production, 
however, cotton storage and ginning capacity contime to be insufficient. 


Given normal weather conditions, Benin is self-sufficient in food production. 
In general, however, the agricultural sector has been plagued by a lack of 
infrastructure, poor utilization of rural credit, and insufficient and 
inefficient use of fertilizer, insecticides and seeds. 


Livestock, Forestry and Fishing: Livestock, forestry and f produce 
about 10 percent of GDP. Over the last decade, there has been a 40 percent 
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increase in Benin’s livestock population. However, production still falls 
short of the country’s needs. Benin imports substantial amounts of meat and 
poultry in order to meet local demand. 


Benin’s forest resources also fall short of national need. A project to 
increase wood production and processing is under way with substantial 
assistance from Germany. American Peace Corps volunteers are also lending 
their skills to developing this sector. Attention is being given to the 
protection of the ecological balance while satisfying future fuelwood needs. 


The fishing sector is dominated by individual, artisanal fishermen. It has 
registered a steady decline in production since the 1980s due to overfishing 
and ecological degradation. A project is under way to evaluate the stock of 
fish and survey ecological changes. 


Industry: Benin’s manufacturing and handicrafts sector normally accounts for 
one-third of annual GDP. It consists primarily of the manufacturing of 
textiles, cigarettes, construction materials, beverages, and food production. 
In recent years, the industrial sector has experienced severe economic and 
financial problems, mainly due to the disappointing performance of two large 
plants, the Onigbolo cement factory and the Save sugar refinery. Both projects 
have been producing mainly for the local market, operating at levels well below 
capacity. 


Progress in increasing foreign industrial investment in Benin has been boosted 
in the last two years with arrival of the Societe Beninoise de Siderurgie 
(SBS) and Rothmans, Ltd. Located in Cotonou, SBS is a steel mill headed by a 
U.S. entrepreneur. SBS produces steel reinforcing bars and corrugated sheet 
roofing. Rothmans, a U.K.-based company, succeeded in bidding for the former 
state-run Manucia cigarette factory in March 1990. 


Energy: Benin is heavily dependent upon imported energy. Although Benin 
produces crude oil, all refined petroleum products are imported. Williams 
Engineering, a U.S. firm, holds the service contract for the government-owned 
Seme offshore oil field with Canadian firms such as Trilogy out of Calgary, 
Alberta, holding onshore exploration rights. There remain considerable 
offshore areas which have not yet been explored for petroleum. In 1990, Benin 
exported an estimated 1.27 million barrels of crude oil. Benin is now 
producing about 3,800 barrels of crude oil per day using five offshore 
Grilling platforms. Drilling for onshore exploration may begin next year. 


About 85 percent of Benin’s electricity is imported from Ghana’s Akosambo 
dam. Domestic diesel-powered plants and the joint Togo-Benin Nangbeto 
hydroelectric power plant provide the remainder. In rural areas, fuelwood 
still satisfies a large portion of local energy requirements. 


Commerce: The commercial sector accounts for 20 percent of Benin’s GDP. It 
has traditionally been centered upon reexports to the large Nigerian market as 
well as the landlocked nations of Niger and Burkina Faso to the north; 

however, market cutbacks in imports by Nigeria has stemmed growth. Taxes on 
international trade produce about 50 percent of all government revermes. 

However, Benin suffers a chronic trade deficit. Benin’s principal exports are 
crude oil (189,500 tons in 1989), seed cotton (52,000 tons), and ginned cotton 
(42,000 tons). Other exports, in order of importance, include palm oil, palm 
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kernel cake, palm kernel oil, and cotton cake. 


Benin’s principal imports include refined petroleum products, construction 
materials, spare machine parts, and consumer goods such as used clothing, 
liquor, tobacco, rice, wheat, and fabrics. France provided 23 percent of 
Benin’s imports in 1990, with Thailand (mostly rice), Italy, the Netherlands, 
and Cote d’Ivoire also in the top five. 


tion: The transportation sector consists of the Port of Cotonou and 
the road and rail networks. The Port of Cotonou includes one 1,320-meter 
wharf which can handle six ships measuring up to 180 meters each, a 500-meter 
wharf constructed for petroleum tankers, a container storage area of about 
65,000 square meters, and a free zone used by Burkina Faso, Mali, and Niger. 


The former Beninese national airline was liquidated in early 1987. 
International airlines serving Benin include Air Afrique, UTA, Sabena, 
Aeroflot, Cameroon Airlines, Air Burkina, and Ghana Airways. Inter-Air Benin 
provides limited domestic service to the north. 

Telecommmications: The government operates the Office of Post and 
Telecommmnications. Direct telephone dialing, including the use of facsimile 
(FAX) machines, to Europe, the United States, and several African nations is 
possible. With the assistance of the World Bank, the African Development 
Bank, the European Investment Bank, France, and Canada, Benin is further 
modernizing its telecommmications sector. 


Tourism: Benin has a mumber of tourist attractions, including the lake 
Village of Ganvie, two game parks in the north, the ancient royal city of 
Abomey, several museums, a number of good restaurants, and attractive 
. Aside from hotels managed by the Sheraton and French PIM chains, 
, Benin’s tourist industry remains underdeveloped. 


and ing: Benin is a member of the West African Monetary Union 
(WAMU) , ch also includes Burkina Faso, Cote d’/Ivoire, Mali, Niger, Senegal, 
and Togo. WAMU members share a common currency, the CFA franc, which is 
pegged to the French franc at a rate of 50:1. The WAMU members also share a 
common central bank, the Banque Centrale des Etats de 1’Afrique de 1’Quest 
(BCEAO), which means that Benin has little flexibility in its monetary policy. 
The convertibility of the CFA franc is maintained by the BCEAO and is 
guaranteed by the French treasury. 


Between 1974 and 1989, Benin’s banking system was owned and operated by the 
state. The three former state-run banks are now in liquidation. During late 
1988 and 1989, there was no functioning commercial bank in Benin. However, 
four private commercial banks are now operating in Benin. 


Rasmal Finance, a Swiss operation with a correspondent relationship with 
Republic National Bank of New York, opened in late 1987 as a money transfer 
operation. It changed its name to Financial Bank in 1989. Its correspondents 
include American Express Bank and Citicorp. 


Ecobank, a regional bank headquartered in Togo, inaugurated a Cotonou branch 
in March 1990. It has a correspondent relationship with the New York branch 
of Midland Bank. A consortium of Nigerian commercial banks opened the Banque 
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Internationale du Benin in April 1990. Its U.S. correspondent is Bankers Trust. 


The Bank of Africa, Benin, which is affiliated with the Bank of Africa, Mali, 
has also opened its doors in Cotonou and provides a full range of commercial 


Balance of Pa : Benin’s current account has deteriorated sharply from the 
days of high prices for crude oil exports. This deterioration also reflects 
increased dependence upon imports. However, Benin’s official balance-of- 
payments dealitatitiain Gz wake: Seeded edie -epeblin et informal trade flows 
to neighboring countries. Therefore, caution is suggested in the interpretation 
of balance-of-payments trends in view of probable significant margins of error. 


External Debt: Benin’s external public debt totalled $1,079 million at 
year-end 1990. About one-quarter of Benin’s external public debt was incurred 
by the government’s investments in the Save and Onigbolo plants, the Seme 
offshore oil field, and the Cotonou Sheraton Hotel. 


Donor Assistance: Benin has benefitted from grant assistance. In order of 
precedence, this aid comes from France, the European Commnity, Germany, and 
the United Nations Development Program. Several other countries, including the 
United States, provide project assistance. The U.S. Agency for International 
Development (USAID) has recently reestablished a mission in Benin and signed a 
multiyear grant agreement in favor of Benin’s primary education sector in 1991. 
The assistance provided under this program is expected to total over $50 
million. In 1989, Benin benefitted from U.S. debt forgiveness of $14.2 
million, including interest and debt service arrears. Additional debt was 
forgiven in 1991 by the United States. France cancelled a substantial amount of 
debt outstanding at the Paris Club rescheduling in 1989. 


Labor and : The bulk of Benin’s active population is employed in the 
agricultural sector, while the majority of Benin’s salaried employees work for 
the government. The Government of Benin has experienced difficulties in paying 
its civil servant and teacher salaries since 1988. Only a one party-controlled 
labor federation operated in Benin between 1974 and 1989; a mumber of trade 
unions declared their independence from this federation in early 1990. The 
federation itself broke with the former single party as well as with the World 
Federation of Trade Unions, a commmist-linked organization. There are 
currently three labor union federations in Benin, none of which is currently 
affiliated with any international federation. 


Steps have been taken in recent years to reform the civil service, including a 
reduction in the number of employees. A civil service voluntary departure 
program was implemented in 1989-90 and resulted in around 1,500 departures. 


Benin’s industrial minimum legal wage has remained at the equivalent of 28 cents 
per hour since January 1984. Real wages, however, have declined over the past 
few years, as salaries have failed to keep pace with the cost of living. 


SHORT-TERM TRENDS 


The Government of Benin has moved toward a fundamental reorientation of the 
economy after having signed structural adjustment agreements with the World 
Bank and International Monetary Fund in 1989 and further restructuring 





-8 - 


efforts are promised with the second phase signed in 1991. 


The government has already made significant progress in several key areas of 
economic reform. Public sector salaries had been a major drain on the econany. 
To reduce the public employment rolls, automatic pay raises and living 
allowances have been suspended, a hiring freeze imposed, and a voluntary 
departure program for civil servants instituted under the structural adjust- 
ment program. However, labor unions have been increasingly critical of such 
measures. 


The Beninese Govermment contimes its efforts to privatize a mmber of state 
enterprises. An action plan outlining the privatization of a construction 
materials operation and six regional transport companies has been completed. 
The Government of Benin has demonstrated its commitment to encourage private 
investment by lifting several key impediments to commercial activities. Among 
these are the lifting of controls on tobacco, karite, palm oil, and peanuts, as 
well as reducing the mumber of items affected by official price controls and 
import restrictions. The Beninese investment code has been revised, offering 
certain foreign investment incentives such as tax breaks and repatriation of 
profits. 


Despite the obstacles faced by the Govermment of Benin, the nation does have 
several economic assets: a large, trainable work force and a sizeable potential 
market for almost any type of good or service next door in Nigeria. To take 
advantage of these factors, the Beninese Govermment is now looking into the 
possibility of founding an export processing zone in Cotonou based on the 
success of such zones in several other developing countries. 


. MARKET POTENTIAL AND OPPORTUNITIES FOR U.S. BUSINESS 


U.S. exporters have been successful in selling modest amounts of used clothing 
and shoes, loose tobacco, wheat and wheat flour, rice, and machinery to Benin. 
American businesses might find opportunities for selling oil field equipment 
and maintenance services in conjunction with the Seme oil field project. Those 
U.S. businesses exploring investment in Benin may find a mmber of small, 
interesting projects. 


Possibilities include fruit juice production, corn and yam processing, glass 
bottle manufacture, pisciculture, mineral water production, small hotels, a 
turnkey hospital targeted at patients from throughout the region, sea salt 
extraction, transport, and oil exploration (onshore and offshore). Of course, 
if the Govermment of Benin is successful in creating an export processing zone, 
the investment possibilities for American businesses, especially assembly 
industries, will be even greater. 


There are Beninese businessmen interested in joint ventures with foreigners, 
and feasibility studies exist for a mumber of projects. Benin may soon be 
eligible for programs involving the Overseas Private Investment Corporation 
(OPIC). Business opportunities in Benin are eligible for participation in the 
USAID-OPIC Africa Growth Fund, a private investment vehicle designed to raise 
capital to create, expand, or rehabilitate productive business enterprises in 
Sub-Saharan Africa. Eximbank (Export-Import Bank) supports transactions under 
the short-term Foreign Credit Insurance Association program (as of December 
1990) . 


*U.S. Government Printing Office : 1992 - 311-913/40033 





